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FOREWORD 


One of the major problems raised by the President’s proposed 
Mutual Security Program concerns the way in which that program 
is to be administered. In view of the importance of this question the 
staff of the committee, after consultation with representatives of the 
Executive Branch of the Government, has summarized the main pro- 
posals which have been made recently, the alternatives presented 
therein, some of the main arguments which have been advanced for 
and against each of the proposals, and a list of the general areas of 
agreement. It should be noted that these proposals are not com- 
mittee recommendations nor are the arguments to be construed either 
as committee approval or disapproval of any particular point or plan. 
The committee, when it becomes necessary to make a recommendation 
on this matter to the Senate, will do so in the regular legislative 
manner. 


Tom Conna.ty, Chairman. 
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FOREIGN AID 





Part I 
ALTERNATIVE PROPOSALS FOR THE ADMINISTRATION OF FOREIGN AID 


Proposals for the administration of foreign aid may be reduced to 
four main alternatives: (1) to continue the present arrangement 
whereby the administration is divided among the several agencies 
now charged with that function and coordinating all either by com- 
mittee or an individual; (2) to centralize all foreign aid in a new inde- 
pendent over-all agency; (3) to locate all foreign aid in the State 
Department, which would create a separate division to administer the 
programs; and (4) to place all aid, military and economic, under the 
Mutual Security Program in the National Defense Establishment. 
These four alternatives and the main arguments which have been 
advanced for and against each follow. 


1. CONTINUE PRESENT ARRANGEMENTS 


Under this alternative funds for foreign aid would be allocated to 
the Secretary of State for distribution among State, Defense, and 
ECA which would continue to perform the functions the *y now have. 
The Defense Establishment would have re re for the procure- 
ment, shipment, etc., of military aid. ECA or a successor would 
handle all economic assistance except fecduationl assistance, which 
would remain in the State Department. The State Department 
would furnish foreign policy guidance. Each agency would continue 
to use its personnel at home and abroad as at present; its mission in 
each country would work under the supervision of the Ambassador. 
At present, foreign-aid operations are coordinated by the International 
Security Affairs Committee (ISAC), on which all three agencies, as 
well as Treasury and the White House, have membership, with appeal 
to the President when unanimity on decisions cannot be arrived at. 
Two other possibilities of coordination have been proposed in this 
connection: (1) a single coordinator located in the White House and 
2) the assignment of final decision for coordination to the State 
Department. 


Main arguments for 


The present machinery has been developed over a considerable 
period of time to meet the specific needs of the various programs and 
has been operating adequately. It provides proper coordination of 
effort, and enables the United States to deal with other countries 
with unity and consistency of policy. To abandon this machinery 
would throw away a great deal of “know-how” and experience built 
up over the past 3 years. 
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The foreign policymaking and guidance function of the State 
Department is given recognition in the present administrative set-up, 
so that the United States speaks abroad with one voice only. 

3. It is the best way found thus far to relate those functions which, 
under any plan, are divided among Defense, an economic agency, and 
State. Each department operates in the area in which it is most 
experienced and in which it is capable of making its best contribution. 

4. It will enable us to continue our foreign-aid operations without a 
break and without the establishment of new administrative proce- 
dures which would be time-consuming and costly. 


A 1% arguments against 


. The present system is confusing, duplicating, and wasteful be- 
cause responsibility for the various parts of our total foreign-aid pro- 
gram is divided among several departments and agencies. 

The reliance on coordination by committees tends to be time- 
ite and may result in dangerous delays. Submission of the 
Mutual Security bill of 1952 to Congress was delayed for months, 
i of the dels ay has been ascribed to inadequate coordination. 

The present coordin: ar committee, the International Security 
Aff airs Committee (ISAC), is in practical effect a subordinate body 
in the State Department sa high status or necessary power. 

4. Economic and military aid, although directed to the same goal, 
are now planned and administered without close regard to each other, 
and Congress has no one person to look to for responsibility for the 
success of the program. 


2. CENTRALIZE FOREIGN AID IN A NEW OVER-ALL AGENCY 


This alternative proposes to abolish ECA and to set up a single new 
independent agency to administer all economic and technical aid 
under the Mutual Security Program, and perhaps to assign to that 
agency related functions as well, such as the foreign development of 
strategic materials, a share in foreign lending, etc. There are two 

vari a of this proposal: 

To assign all economic aid administration to the new 
agency, but to leave the military assistance in the Defense 
Establishment ; 

(2) To place all foreign aid, military and otherwise, in the new 
superagency. 
Under the second alternative the agency would allocate the funds to 
the Defense Department for the procurement, handling, and follow- 
up of all military end items. Coordination of the military and eco- 
nomic aid would be the responsibility of the head of the new agency. 


Main argume nts for 


1. Military, economic, and technical assistance are all parts of the 
same program which is designed to strengthen the collective defense 
of the free nations of the world. Greater efficiency and effectiveness 
can best be obtained if the programs are administered by the same 
agency. 

2. Each program is based on the geographic position, productive 
capacity, requirements, and deficiencies of the recipient countries. 
The type, nature, and amount of aid can best be assessed and planned 
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by a single agency with an over-all view of the needs and assets of the 
free world. 

3. A single agency would achieve the most efficient use of United 
States materials, technical personnel, ete., available for export. 

4. Responsibility would be centered in one person and one agency, 
and a more forceful approach to foreign governments will be possible. 
Main arguments against 

The foreign-aid programs might have a tendency to operate 
without reference to the rest of our foreign policy and the United 
States would speak with two voices abroad ie political, and the 
other that of the foreign-aid agency. 

2. A permanent agency would be created on short notice and with- 
out adequate study and at a time of emergen » when the duration 
and scope of future foreign aid is vet undetervuned. Review of pro- 
gras, negotiation with foreign governments, ete., are continuing 
things which require close relationship to State for relation to foreign 
policy objectives and other considerations. <A superagency, at arm’s 
le ngth, cannot have that close relationship. 

The creation of a new agency would require new procedures and 
substantial shifts in personnel and functions—all of which will be 
disruptive and time-consuming at a moment of great urgency. 
Furthermore, an administrator responsible for the success of economic 
programs should not be put in the position of deciding on the nature 
of the military program. 

The lumping of military aid with various forms of economic 
assistance would have a bad psychological effect upon the recipient 
countries and would give impetus to Soviet propaganda. 


3. LOCATE ALL FOREIGN AID (EXCEPT MILITARY) IN THE STATE DEPART- 
MENT OR A NEW DEPARTMENT OF FOREIGN AFFAIRS 


This proposal would abolish ECA and would place all foreign aid 
and its coordination in a separate division of a reorganized State 
Department, divided — functional lines. Military aid presum- 
ably would still continue to be administered by the Military Estab- 
lishment, which would hua the same relationship to the new divi- 
sion that it now has to the State Department. 

Main arguments for 

This proposal would do away with divided responsibility for 
foreign-aid programs. 

The State Department would have complete policy control, 
inasmuch as the foreign-aid programs would be handled within the 
framework of a single agency. 

3. It would end duplicating missions, diplomatic and economic, 
abroad. 

Main arguments against 

The State Department is not experienced or trained in the 
administration of foreign economic aid and much valuable ECA 
experience would be lost. It would also have a bad effect on the 
morale of present ECA personnel and might result in the loss of 
valuable officials to the Federal Government. 


eS 
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The proper function of the State Department is policymaking, 
and it should not become an operating agency. 

The termination of ECA and its missions abroad now, and the 
transfer of its functions and operations to the State Department, 
would be a fundamental change, very disruptive at the present 
critical time. 


4. PLACE ALL MILITARY AND ECONOMIC AID UNDER THE MILITARY 
ESTARLISHMENT 


Under this proposal appropriations for aid of all sorts which have a 
relation to military assistance, whether for military equipment or to 
speed up military production abroad, would be made directly to the 
Military Establishment as a part of its regular budget. The general 
policy governing military aid for foreign countries w vould be indicated 
by dollar limitation, percentage figure, or some other device. This 
proposal would contemplate very little economic aid in support of 
defense production. All other aid programs presumably would remain 


in the agencies, where they are now located. 


Main argumenis for 


1. This would be simpler and cheaper than the present set-up. lt 
would do away with duplicating operations by ECA and Defense 
and not require the creation of a new agency. 

The Mutual Security Program consists almost entirely of military 
assistance and milits ary end-use items, and the whole program should 
logically be administered by the military. 

3. Military security for the United States and the free world is the 
primary purpose of our foreign-aid programs and the Military Estab- 
lishment is best able to appraise and plan programs to meet this 
purpose. 

4. By placing the administration of the entire Mutual Security 
Program in the Military Establishment, the military urgency of the 
present world situation can be more clearly brought home to our allies 
and consequently their defense efforts will be heightened. 

Main arguments against 

The Defense Department is not geared for the administration of 
foreign economic assistance. 

The State Department would lose foreign policy control and 
direction ta the National Military Establishment, and the United 
States would speak with two voices abroad. 

The overwhelming emphasis on military aspects of foreign-aid 
programs would have a serious psychological effect abroad and might 
result in the loss of allies. 

The encouraging and strengthening of the democratic forces in 
the world is a primary goal of our foreign policy. This goal might 
be lost sight of in the administration of our foreign-aid program by a 
department the sole function of which is the military security of the 
United States. 


& 


REGARDING THE ADMINISTRATION OF FOREIGN AID 5 
Parr Il 


SUMMARY OF Mayor ProposaALs AND REpPpoRTS ON ADMINISTRATION 
oF ForreIGN AID 


THE ADMINISTRATION’S PROPOSAL 
Background 


The administration’s proposal is outlined in its basic data volume 
on the Mutual Security Program for Fiscal Year 1952. In testimony 
before the Senate Foreign Relations Committee, both ECA (Foster) 
and the Defense Department (Marshall) supported the position 
Secretary Acheson had taken in his testimony before the joint com- 
mittees. 

Summary of proposals 

1. Type of agency.—ECA to provide economic assistance, Defense 
Department to furnish military assistance, and State Department to 
administer technical assistance and continue its other present 
programs. 

Functions.—Defense Department to be responsible for procure- 
ment, shipping, etc., of military end items, ECA to operate the Euro- 
pean Recovery Program, and related foreign-aid programs, and State 
Department to operate technical assistance, the Palestine Refugee 
Program, and to give general foreign policy direction. 

3. Organization.—The present organizational set-up would be con- 
tinued. Overseas, all United States representatives in country work, 
ECA, MDAP, or TCA would function as a team under the Ambassa- 
dor, although directed by and reporting to their parent organization. 
Country work in Europe to be coordinated at the regional level by the 
European Coordinating Committee (ECC), consisting of the United 
States Deputy in the North Atlantic te il, the United States 
Military Representative in Europe for the Mutual Security Program, 
the ECA Special Representative in Europe, and as associate, the 
United States Representative to the North Atlantic Defense Pro- 
duction Board. 

4. Coordination.—The programs would continue to be coordinated 
through ISAC, of which the State Department representative is now 
chairman, and on which Defense, ECA, Treasury, the Office of the 
Special Assistant to the President, and other agencies as necessary, 
are represented. In ISAC common agreement is reached on over-all 
policy matters and programs. In case of disagreement, the issue is 
referred to the President. 

RAY REPORT 
Background 

On March 31, 1950, the President requested Mr. Gordon Gray as 
his special assistant to study and survey the United States foreign 
economic policies and programs and to make recommendations for 
the future course, nature, and dimensions of those policies. Mr. 
Gray’s Report to the President on Foreign Economic Policies, pre- 
sented on November 10, 1950, was devoted largely to the problems of 
economic aid in various forms, and commercial and financial policy. 
It touches upon the problem of the administration for foreign eco- 
nomic aid in only a few paragraphs, Mr. Gray’s recommendations 
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for the administration of foreign economic aid have not been acted 
upon by the executive branch. 
Summary of proposals 

1. Type of agency.—A single foreign economic program agency or 
administration. 

Functions of agency.—Administration of ECA, grant aid, tech- 
nical assistance, responsibility for foreign procurement and develop- 
ment to meet United States needs for raw materials, coordination of 
foreign programs with domestic and export controls. 

3. Coordination.—Operations in economic fields would be coor- 
dinated at policy level with other aspects of our foreign affairs, and 
machinery for coordination would be improved. 


ROCKEFELLER REPORT 
Background 

On November 24, 1950, the President appointed the International 
Development Advisory Board, authorized by section 409 of the Act 
for International Deve ‘lopme nt, with Nelson Rockefeller as Chairman. 
At the time of the appointment, the President instructed the Board 
to 
consider Mr. Gray’s proposals concerning our policy toward the underdeveloped 
areas in the context of the full report, in order that this Board will be able to give 
us its views early in the coming year on the types and size of programs which it 
considers desirable for the United States to undertake in this field. 

The Advisory Board made its report, Partners in Progress, to the 
President on March 7, 1951, and included several recommendations on 
administration. 

Summary of proposals 

1. Type of agency.—Responsibility for an over-all permanent 
agency, the United States Overseas Economic Administration, to be 
headed by a single Administrator reporting directly to the President. 

2. Functions —Administration of activities now carried on by 
ECA, the Technical Cooperation Administration (TCA), Institute of 
Inter-Americ: Affairs (ILAA), as well as procurement of materials 
abroad requived by the Office of Defense Mobilization (ODM), 
assistance in controlling international prices of manufactured goods 
and raw materials, screening all of requests for United States exports 
so as to conserve materials in short supply here, safeguarding and 
increasing the production and flow of all necessary imports, especially 
critical and strategic materials to this ery. and functions related 
to the development of underdeveloped area 

3. Organization—The Administrator, amides with the advice 
and consent of the Senate, would be a member of the National 
Security Council, the National Advisory Council on International 
Financial and Monetary Policy, and an ex officio director of the 
Export-Import Bank. He would be advised by a Public Advisory 
Board. Operations would be planned on a regional basis. 

4. Coordination.State Department responsible for foreign policy 
guidance including commercial policy, transport and communication 
policy; the superagency responsible for coordination of foreign eco- 
nomic aid; integration of economic aid with global strategy secured 
through membership of Administrator in National Securily Council 
and Government boards. 
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BROOKINGS REPORT 

Background 

The Hoover Commission, in its report on March 25, 1949, recom- 
mended that Congress direct that a comprehensive study be made 
of the entire problem of overseas operation and administration. As 
an extension of the Hoover Commission work, the Bureau of. the 
Budget contracted with the Brookings Institution on June 5, 1950, 
to undertake a study of the administration of foreign affairs and 
overseas operations of the United States Government. Brookings 
made its final report to the Bureau of the Budget on June 1, 1951. 


Summary of proposals 


1. Type of agency—(a) Long-run alternatives would be 
(i) The establishment of a Department of Foreign Economic 
Affairs as a permanent executive department; 
(ii) The concentration of all economic programs in the State 
Department; and 
Gil) The creation of a Department of Foreign Affairs within 
which there would be a department of foreign economic affairs. 

Brookings appears to favor either (ii) or (ili). 

(6) For the duration of the present emergency, ECA should be 
continued, with the terminal date of 1952 struck out. 

2. Functions.—With reference to (6) above ECA to administer com- 
pletion of European Recovery Program, economic aspects of MDAP 
and economic aid to countries of southeast Asia and others, technical 
assistance, procurement, and development of strategic materials 
abroad, export control, and similar activities. 

3. Organization.—Continue present organization of ECA. 

4. Coordination.—State Department would continue to provide 
leadership and guidance on foreign-policy aspects of programs. 
Activities of Defense in MDAP, State in technical assistance and other 
programs, and ECA in economic aid would continue to be coordinated 
through the International Security Affairs Committee (ISAC), of 
which a State Department representative holds the chairmanship. If 
voluntary interagency agreement cannot be achieved through ISAC, 
a director of military and economic aid might be appointed in the 
Executive Office of the President, or the National Security Council 
might be given the function of coordination. 


REPORT OF THE COMMITTEE ON PRESENT DANGER 


Background 

The Committee on the Present Danger was formed by a group of 
private citizens late in 1950 to help the Nation realize the danger it 
faces and take the steps needed to make the United States and its 
allies so strong that we will not be attacked. The committee is made 
up of over 50 distinguished leaders in the fields of industry, labor, 
religion, science, education, publishing, etc., and is headed by James 
B. Conant, chairman, and Tracy S. Voorhees, vice chairman. On 
June 18, 1951, the committee published and vigorously endorsed a 
report of its subcommittee on foreign aid, which was mainly con- 
cerned with the problem of administration of foreign aid. 
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Summary of proposals 


1. Type of agency.—A single permanent agency of Cabinet rank to 

administer all foreign aid funds. 

2. Functions.—The administration of all foreign-aid programs, 
military, economic, and technical, except for scheduling and procuring 
military aid for our allies which would continue to be performed by 
the Defense Department. 

3. Organization.—Modeled on the ECA, whose staff, and that of the 
State Department administering technical assistance, would provide 
the nucleus for the newagency. Overseas the new agency would work 
with the State Department through the Ambassador and with the 
Defense Department through the ‘local military mission. It would 
utilize the presently existing organ of European cooperation and 
NATO, such as the European Coordinating Committee, the OEEC, 
the North Atlantic Tre aty Council and its subordinate bodies. 

4. Coordination.—The new agency’s relationship to the State De- 
partment would be patterned after the ECA-State relationship with 
State supplying the policy guidance. Some kind of organ would be 
needed for consultation and the exchange of information among 
the new agency and the State, Treasury, and Defense Departments, 
the ODM, and the Office of the Special Adviser to the President. 


PROPOSED AMENDMENT BY SENATOR SMITH OF NEW JERSEY 


Background 


On August 2, Senator Smith, for himself and Senator Saltonstall, 
proposed an amendment to 8S. 1762. An accompanying explanatory 
statement noted that the proposal ‘is the result of a long study by a 
number of groups interested in foreign-aid administration, notably 
the Committee on the Present Danger * * *.” The Smith 
proposal was framed with “benefit of consultation with officials of 
the major interested agencies, both in Washington and overseas.” 
The statement expressed the hope that the proposal “will be improved 
and refined * * *~ by constructive criticism.” 


Summary of proposal 


1. Type of agency.—Single new ageney, Mutual Security Adminis- 
tration, to “bring together our military and economic aid and to be 
directly responsible to the President.’”” ECA to be abolished. 

2. Functions.—To carry on the mutual defense assistance program, 
to carry out Marshall plan type of aid, and generally to carry on 
activities heretofore given the Technical Assistance Administration 
and the Institute of Inter-American Affairs. 

3. Organization.—New agency within 30 days to receive by transfer 
“all powers, functions, and duties” as well as “personnel, records, and 
property”? of agencies mentioned above, with minor exceptions. 
Administrator to have Cabinet rank and to sit on all interagency 
bodies active in economic and military aid. 

Overseas administration to be handled generally by a United States 
Special Representative Abroad for Europe, who will receive “‘instruc- 
tions from the Administrator” after the latter has coordinated instruc- 
tions with State and Defense. Special Representative to coordinate 
activities of chiefs of special missions in particular countries. 
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4. Coordination—New Administrator and Secretaries of Defense 
and State to keep each other currently informed on all programs 
under the act. If differences of view are not ‘‘settled by consulta- 
tion’’ they are to be referred to the President. 


S. 1164 BY SENATOR CHAVEZ 
Background 


At the time Senator Chavez introduced his bill, he made a brief 
statement, outlining his purpose of making U nited States assistance 
to Latin America more effective and important by transferring the 
administration of point 4 and the Institute of Inter-American Affairs 
to the ECA, and giving ECA the authority to provide mutual assist- 
ance programs where necessary. 

Summary of proposals 

1. Type of agency—An expanded ECA. 

Functions.—Furnishing assistance to all friendly nations in the 
world (not just to countries presently receiving economic assistance), 
administration of technical assistance, the ILAA, and the information 
program. 

Organization.—The present organization of the ECA would be 
continued but three new Government corporations would be organ- 
ized—the Institute of African Affairs, the Institute of Far Eastern 
Affairs, and the Institute of Middle Eastern Affairs—to parallel ITAA 
which would be placed under the direction of the ECA. 

4. Coordination.—Since S. 1164 does not cover this point, presum- 
ably the ISAC would be utilized. 


Part III 
AREAS OF AGREEMENT 


While views differ with respect to some of the basic issues involved 
in the administration of our foreign aid, there are a number of funda- 
mental principles on which there would seem to be fairly general 
agreement. The principles, which follow, have been developed from 
a number suggested by representatives of the executive branch and 
brought out during the hearings before the House Committee on 
ae ign Affairs. 

The position of world leadership which the United States now 
oce “ale requires a unified foreign policy which should not be inter- 
preted differently by our various agencies abroad. 

2. Foreign- aid programs cannot be effectively administered without 
frequent decisions involving the most important aspects of our foreign 
_— y. 

Primary responsibility for the formulation and conduct of foreign 
olen should be lodged in a single agency—such as the Department 
of State—responsible to the President. 

The military aspects of a foreign-aid program require many 
important decisions on matters of military policy, procurement, 
priorities, etc., which can only be performed by competent military 
personnel. 

5. Primary responsibility for the military aspects of our foreign-aid 
programs should be lodged in a single agency—such as the Department 
of National Defense—responsible to the President. 
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6. All foreign aid-—whether military or economic—should be 
addressed to the same fundamental end, namely, the security and 
well-being of the United States in a free world, and for that reason it 
is essential that all types of foreign aid should be properly related to 

eac ‘+h other and to our total foreign policy. 

The administration of foreign economic aid, whether or not it is 
lodge d in a single independent agency like the ECA, nevertheless 
requires the utilization of the same type of expert personnel and 
operating procedures that have been developed by ECA. 

8. Since the administration of foreign aid will involve activity by 
several government agencies, there will need to be constant consulta- 
tion, and effective interdepartmental machinery in order to bind the 
various parts of the program together. 

9. Our foreign-aid programs should be related as closely as possible 
to our activities under any form of international collective security 
arrangement in which we may participate and with which the aid 
program may be concerned. 

10. Experience has indicated that while special country missions are 
necessary to carry out the field operations of economic and military 
aid, our Ambassadors should remain in fact the chiefs of mission in the 
countries to which the special missions are accredited. 

11. Whatever decisions are taken with respect to the administration 
of the foreign aid programs, it would seem desirable that such decisions 
should be carried out quickly in order to avoid the uncertainty, con- 
fusion and disruption that might otherwise follow both at home and 


abroad. 





